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E.O. 11652: NA 
TAGS: BEXP, IA 

SUBJECT: TRADE FACILITATION COMMITTEE CASE NO. 5- 
AMERICAN TOBACCO INSTITUTE 

REF: TOKYO 14524 

1 . SUMMARY: EMBOFFS MET AUGUST 15 WITH JAPAN TOBACCO 
AND SALT PUBLIC CORPORATION (JTS) REPRESENTATIVE TO 
FOLLOW-UP JTS PROPOSAL AT AUGUST 8 WEIL MEETING (REFTEL) 

FOR CONSULTATIONS BETWEEN JTS AND AMERICAN CIGARETTE 
MANUFACTURERS ON INCREASING IMPORT SHARE OF JAPANESE 
MARKET. END SUMMARY. 

2. EMBOFFS MET AUGUST 15 WITH JTS REPRESENTATIVE TO 
FOLLOW UP JTS PROPOSAL AT AUGUST 8 MEETING WITH 
ASSISTANT SECRETARY WEIL FOR (1) JTS CONSULTATIONS WITH 
AMERICAN CIGARETTE MANUFACTURERS ON COMMERCIAL 
CONSIDERATIONS SUCH AS DISTRIBUTION, ADVERTISING, AND 
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PROMOTION RESTRICTIONS, AND (2) GOVERNMENT TO GOVERNMENT 
CONSULTATIONS WITH THE FINANCE MINISTRY ON JTS PRICING. 

3. JTS REPRESENTATIVE PROPOSED MEETING WITH A SINGLE 
REPRESENTATIVE OF THE AMERICAN MANUFACTURERS RATHER THAN 
MEETING INDIVIDUALLY WITH EACH FIRM. JTS 

PROPOSED AMERICAN TOBACCO INSTITUTE AS POSSIBLE SPOKESMAN 
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FOR THE INDUSTRY BECAUSE OF ITS INITIATION OF TFC CASE 
ALTHOUGH LEFT FINAL DECISION ON REPRESENTATION UP TO 
THE AMERICAN INDUSTRY. EMBASSY SUGGESTED MEETING AS SOON 
AS POSSIBLE, AND PROPOSED AN INITIAL MEETING BETWEEN 
JTS AND THE AMERICAN INDUSTRY IN TOKYO IN MID-SEPTEMBER. 

4. EMBASSY HAS REQUESTED JTS ASSISTANCE IN INITIATING 
GOVERNMENT TO GOVERNMENT CONSULTATIONS WITH FINANCE 
MINISTRY ON JTS PRICING AS SOON AS POSSIBLE. NO 
PROPOSAL FOR AN INITIAL MEETING DATE WAS MADE AT THE 
AUGUST 15 MEETING. 

5. EMBASSY COMMENT: JAPANESE GOVERNMENT IS UNDER 
CONSIDERABLE PRESSURE TO MAKE MEANINGFUL CONCESSIONS ON 
TRADE ISSUES. THE TOBACCO MONOPOLY'S RESTRICTIVE 
ATTITUDE ON IMPORTS HAS BEEN SINGLED OUT BY PRESSURE IN 
GENEVA. A TRADE FACILITATION COMMITTEE CASE AND LATER 

BY FOLLOW-UP VISIT OF ASSISTANT SECRETARY OF COMMERCE 
WEIL. AS A GOVERNMENT MONOPOLY THAT HAS PERMITTED ONLY 
A ONE PERCENT IMPORT PENETRATION OF THE JAPANESE DOMESTIC 
MARKET, JTS, UNDER FINANCE MINISTRY PRESSURE, IS CAPABLE 
OF SIGNIFICANT. UNILATERAL, GOVERNMENT ACTION TO INCREASE 
ACCESS TO THE JAPANESE MARKET FOR IMPORTS. 

TRADE SOURCES SPECULATE THAT JTS IS CONSIDERING A TEN 
PERCENT MARKET SHARE FOR IMPORTS IN RESPONSE TO CURRENT 
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FOREIGN AND DOMESTIC PRESSURE. SUCH AN INCREASE 
WOULD BE AT SOME COST TO JTS, ALTHOUGH IT WOULD NOT 
SERIOUSLY INJURE THE FINANCE MINISTRY'S REVENUE FROM 
THE TOBACCO MONOPOLY, JTS S BUREAUCRATIC SURVIVAL, OR 
THE HIGHLY SUBSIDIZED DOMESTIC TOBACCO GROWERS THAT THE 
MONOPOLY PROTECTS. 

IT WOULD BE NAIVE, HOWEVER, TO INTERPRET THE RECENT JTS 
PROPOSAL OF INDUSTRY AND GOVERNMENT CONSULTATIONS, AND 
SPECULATION OF AN INCREASE IN THE MARKET SHARE OF IMPORTS 
FROM ONE PERCENT TO TEN PERCENT AS A CHANGE IN JTS 
ATTITUDE TOWARD IMPORTS. JTS CAN BE EXPECTED TO GIVE 
GROUND ONLY UNDER PROTEST, AND ONLY WHEN ITS BEST DEFENSE 
IS FULLY PREPARED. IN RECENT YEARS JTS HAS LAUNCHED 
MANY NEW BRANDS OF DOMESTICALLY PRODUCED CIGARETTES IN 
PREPARATION FOR NASCENT COMPETITION WITH IMPORTED BRANDS. 
IN SOME CASES, THE INTRODUCTION OF NEW JTS BRANDS HAS 
FOLLOWED CLOSELY THE SUCCESSFUL TEST MARKETING OF 
IMPORTED BRANDS WITH STRIKINGLY SIMILAR CHARACTERISTICS. 

JTS IS ACTIVELY WORKING TOWARD THE DEVELOPMENT OF 
A COMPETITIVE MIX OF CIGARETTES BRANDS, AND SHOULD NOT 
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BE EXPECTED TO SURRENDER A SEGMENT OF THE JAPANESE MARKET 
TO IMPORTS WITHOUT ACTIVE COMPETITION FROM JTS BRANDS. 

U.S. CIGARETTE MANUFACTURERS SHOULD HOWEVER TAKE ADVANTAGE 
OF THE CURRENT ATMOSPHERE TO REEVALUATE THEIR JAPAN 
STRATEGIES. AND MAKE ANOTHER ATTEMPT ON THE JAPANESE 
MARKET. THE EMBASSY HOPES THAT U.S. FIRMS, IN ADDITION 
TO THEIR OWN PRODUCT PROMOTION, WILL ALSO DISCUSS WITH 
JTS THEIR CONCERN WITH JTS LIMITATIONS ON WHOLESALE AND 
RETAIL DISTRIBUTION, ADVERTISING, MARKETING, AND 
PROMOTION OF IMPORTS AND JTS PRICING. 

6. ACTION REQUESTED: DISCUSS PROPOSED MEETING BETWEEN 
U.S. INDUSTRY AND JTS WITH THE AMERICAN TOBACCO INSTITUTE, 

AND CABLE EMBASSY ASAP REGARDING MID-SEPTEMBER 
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DATE, AND AMERICAN INDUSTRY REPRESENTATION. 

MANSFIELD 
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